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The main element in the Soviet State's financial system 1s the state budget.

Jt 1s from the astate budget that the most importent state expenditures are
covered, Exvenditures for maintenance of the Red Army and Navy and of the state
administrative apr: ratus, as well as moot sccial and cultural expenditures are
made from Ludget recr_.vses. DBudget resources are the most important source for
financing expanded socialist reprodustion. Thus, according to the last prewar
state budget for the year 1941, 77.7 percent of the total volume of capital-
works financing was to have been covered by budget arnropriations. According
to this plan, the btudget was to suryly 32.3 percent of the projected increment
in the sconomy’s working capital. As a result, the total volume of budget
expenditures ror the year 1541 was to have amounted to 216 billion rubles.

fuch large expendituree naturally required the state to have correspond-
ingly large sources of revenus. The budget gets the prinicpal part of the
monetary accumulations of economic organizations. According to the 1941 yplen,
the total volumes of the economy's monetary accumulations, 1.e., the sum of
turnover taxes end profits, vas to have been 169.3 billion rubles, of which
ebout 92 percent was taken into the dudget in the form of turncver taxes and
deduntions from prolite.

Conssquently, the state budget, before World War II, received more than
nine tenths of the mrnetary eccumulations of the socislized sector of the
sconary and was at the sume tims the main source of funde for socialist re-
production. I% was also the source of funds for measures for carrying out
cultural reveclution, for defenes, and for the adninistration of the country.

The budget's role in sccialist reproduction makee it a genuine budget
of the national economy.

The accumulations of the enterprises of the socislized sector of the
economy ere the main source of the state budget's revenues. In addition, the
state budget mobilizes a part of the populaticus' income through personal
taxes and loans.
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Daring he Syoond Five-Year Pian, (ls Iroczs alile of <l
wee broken down ea Jollows (in percent}s
1933 1Ey Rls

Total revarus 200 10C
Percert of ftotal revenus

Yocelved from arciallzed

ssctor of economy

G reltcwn of (2) above

a. Turrnver tax 60.8 69,2 7 Til o 7R,
b. Deductions from profits 9.5 7 ) Te0 2.6
c. Taxss and other leviss

... on populations 6.3 3. 4.1 5.5
4., Government lcans 7.2 6. oo L1

g

" . Thus, ‘during the;Second Five-Year Plan, the revenves fram the socizilued
sestor of the sconcmy constituted elmost 9C percert cf total budget revenues.
" The greatest portion of the Yevenues cme from. the turngver tax. Dedustions
“fyem profite begen to play a:more. important role beginning in 1§ 76 vhen pro-
. fitable operation of heayy iadustry was firnly underway. Froc this tice, the
importance of deductione from profits as a form of mobil:iing uhe .wounular
tions of state enterprises has been growing ateadily.
During the years under review, mcbilization ¢f ths rascurzes be
population played & much smaller role in budget rerenusa.

‘e

On the expenditure side of the stats btudget of the USSR, the folil. lw
expenditures vere the largest (in percent):

) 1933 193% 135 2% Total

Total expencitures 100 100 26 U0 100

Financing the national

. 8CONONY 65.4 1.
Social and cultural

_ measures 15.k 1€ 8.C L.
Defense 3.8 2 8.

More than half of the budget pxperditures during the yeere :
Pive-Year Plean were for the national economy. lowever, tre prep.v
these exponditures in the total decreased frem year o Jear. Thi0 apcwel =«
inorease in the profitability with which the econowr wes Delng cperated. o
increoase which made possible the satisfaction of & lerga chaxa of the ac
f£inanoial requirements vittout recourse to the bndgat. O: “ha oitber b
groving tension in the international situation regiived ar .ncrsass in
expenditures on dsfense. Finally, the generel groil of the Tina-cist
of the socialirt state made it possible to spend mer: and more for “he
and cultural needs of the population.

. During World War II the state budget has playei a gtill larger rule. 3ince
the principal burden of financing the war has been Lorne by the btudget. Mill-
tary expenses are covered entirely by the budget, and the budge: mcets the
grester . part of the expense of wartiee industriai conversion and of 1accn-
struction of devastated vregions. This has brought about a aev increass in
the tudget, which reached 250 billicn rubles in 19hk,

Tt is natural that defense expeniiturss should constitute t!e majer
portion of the butget in wartime. In the plan of the state buiget f:r L%
approved by the Tentk Seesion of the Supreme Soviet USSR, 2gfense evpsnd
emount to 128.% »111isn rubles. Rxpenditvres for financing the ratl~us.
ere 4h.7 dililon rubles, of vhich 16 b1lliom 19 for the re~cagtructlion «<
sconomy in regicaus liharated from the Germams.
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Tt is very cheracteristic of the financial policy of a socialist state 'thaﬁ,
in spite of World War II, expenditures for socisl-cultural needs are to de 5l.k
biliion rubles in 194k, exceeding the total expenditures om the rstlonal economy.

The. revenus side of the 194k budget, as formerly, 1s mainly depemdent in
the. accumulations of the enterprises of the socialized sector of the economy’
The paymercs in turnover taxes alons are to emcunt to 81.5 billion rubles and

* deductions frow profits to 17.3 billion rubles.

Zyerev; People's Commlasar of Finance, in his epeech on the budget, said,
. "'The incredes in the state's military expeuses. and the necessity of increasing
appropriatious. for reconstrustion. sad development of the natichel econemy, have
. ‘mede’ payments by the population more important.” The revenue in govermwment taxes
. from the population for 194k is ylanhed at 3%.6 billion rubles and the revenus
‘'in_ goverrwent lowis at 31,8 billion rubles.

o~ The fact that the budget plays the main part in the financing of a’l parts
of the scolaiist strusturs- hes ite origin in the very nature of the Soviet state
¢ 8nd the Sovist sconomic system. ' In-hia: spesch st the 18th Congrees of ths All-
. Unlon Communiet Party, Comrade Btalin stressed the decisive importence of the
econamic) . orgarizetional, cultural aud educationsl fiusctious of the Soviet state
in ite second phase of development.

The Boviet state is the force which determines the cowntry's econcmic
develomment and is the owner of the basic meeans of production. Almoat ths
vhole social product is created in state enterprises; therefore, the state ie
the owner of” the main portion nf tks country's monetary accumulations.

The sphere of economic activity is not foreign to the capitalist state and
it 1s especially not foreign to the modern capitalist state. However, the otate
ssctor of the econamy in any capitalist country is extremely emall in comparisca
vith the private sector. Government subsidies to individual branches of the
economy and groups of capitalistr attain large preparticns, but on the whole they
ere far aurpassed by the investment carried on, apart from tne govermment, in
the loan-capital market.

Under capitalien, therefore, in the main, the stete etaads in oppositirs
to the economy, as en outside force. Tc a large degree the mobilizstion or the
sconomy's resources for the needs cf the state cen be achisved only by extra-
economic coercion. It 1s a different matter under tre Soviet system. "In the
epoch vhen the scocialization of the means of vroduction expropriated from the
capitalists has been begun, the state suthority i1s ceasing to be a parasitic
apparatus stending ecve the produstiom procees. It 1e beginning to be trans-
formed into an organization directly administering the country's economy, and
the atate budget 1s decoming the b t of the netional econamy as & whole."
(Progrem and Regulations of the VEP {b)). .

A5 the basic element in the financial system of the soclalist state, ths
state budget in expanded socialist reproduction performs thse important fumction
of distributing the monetary resources, and therefore » the materiel resources of
the comntry in accordance with the degree of dsvelopment providsd for by tk-
state plan. This distribution simultaneously serves the purpose of controlling
the efficient and econamical utilization of the state's monetury resources and
ensuring complete mobilization of intermal resources in &ll sectors of the state
economy and in e ierge portion of the cooperetive scomomy as vell.

These functions of distribution of finencial resources emd the aliied
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© - fupgticma of finenclal cont¥ol are cerrled .ut by “he socialist stste Toth in
the pr-cesg of draving up, and in the Lrocese of azecuting, the budest. These
‘funct g ave carried out in ons way for orgenizaticns operated on ths principle
of, ‘'self-pupport: and in ansther way for organi.ations opereted or funds allccavai
from the budget. 'Opération an the yrincipls of gelf-support assumes that the
Production expenses of enterprises will be mst by current reveipts from esrnings,
-therefore; thie part of the flnancial rescurces of enteérprises 2oes miw affeat

bndg.etf figures.

Boterprissd operated-on the principls of seif-support, as a rule, are
centected with the budget by vaymsnts made inte it from their monetary accumu-
lstions end by allocations from the budget for the purposs cf.sxpanded reprodus-
tion,  In this regerd, in ‘the overwhelming majority of cages, eccntmic crganiza-

%iome, on.the cne hand; contributé to budget receipts by paying turnover tax and
. [ deductions from profits; ‘and on the cther band, make uase of btuiget financing.
. The final balence of, em enterprise account with the budget 'is determined by the
» production and finamcial figures. of the enterprise and by tle degree cf efpan-
. sion of production celled Tor by the plan. .

<. mhe relations of eccnomic .orgsnizations with the setate budges, in many
‘cesea, sannot be limited only tc. peyving in surplus accmmulstion te the budget.
. oar to m___oeiung._ aubaidiea"-f:-mn the budget.
Beveral reascus make closer finarcial relations of tha ecoromy with the
stats_budget necessary:

. 1. The revenuss of the astate budget, must, in the main, be guaranissl
indspondent of fulfillment of the plan fer accwmulation; therefcrs , A part of
the receipts of economic orgenizations is collucted directly by the exscia..
of a twrnover tax when products are sold.

The source of payment of turnover tax 1s, as & rule, the ernterprias’s
acoumulation. However, the site of turnover tax payments ia not directiy
dependant either on the factual fulfillment of ths plan for accumulation o
on the requiremsnte of the enterprise itesif for additi~nal investment.

2. Tre turnover tax, as ve have already mentioned, .is usel by %he goverT
ment for the plammed regulation of the degree of profitability with wh.ch
branches of the economy and individual enterprissa are operated, Thorefore,
the collection of acsumulatiocn through the turnover tax Is carried ovt irlegend-
ent of the new investment requirements of snterprises.

3. The parformance of work on individuai new prcJjects of natiorsi -
portence may not be mads dependent on the brench's act.:al rate ¢f sccumuistion.
funh new projecte are financed in their entirety by the state budige: {rrenres-
tive of the fact that there may de surplus scoumulatien in thet branch of ne
economy. BSush ascowmulation in this instance 1s teken into the budget.

4. Taking part of the profits of & branch of the eronony inte, the buigs:
anl sfmmlianecusly financing the branch from the budget is acmetimes done tc
create clomr financial relations between the branch ani the state budge* and
to provids closer finsmcial control over the rate of acowmulsticn and cver in-
Yestment in working capital and capiial construction. This is maie even mcre
Importent by the fact that financial relations with the state budget are sot
up not sccarding to individual enterprises, but by a branch as a wacle or,
mry acourately, by a group of enterprisss united under the main edminietration
of some economic people's commissariat, for exampls, *he Main Administrat:m of
Ncscow Cotton Factories, the Main Administraticn of the Silk Industry. etc.

The increese in degres of profitability with vhich the ecomomy e
P
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operetoed 1s rvaulting L. & eituation «hsre un cver-incrsasing part of the eoamemv'a
‘requiremente Sor additlonal resourcee are bwing met out of the éccncamic agency's
OWR THOUI368, '

During World War II, when the 'b'..,ge?, has the very sertiond respounaibility
of H:'.ancmg +he atate military machine, it is particularly neceesary e r
1% ‘of the: reaponsiollity of Tinancing thet portion of the ecorsmy which can bs
‘finsmeed by redistridbution of rescurces withla the economy. During Worli War i
ths pecple's commissars’ guthority to dlstribute meney and materials witia.n
brmnhes of the economy ¥as troedencd; a large pa.wf the firancing of drarchse
3 Yore out of thelr own ac vmulations.

 Fawertheless, aven nov tke basic iype of financlal reiaticns batw
state budgst ané branches of itlhe economy iz 8 sombination of ccllacy
bidget of part of the brench’s acvmulabioe in combination with finr
that brench frcm the state budget.

: When . the financial relauonships belwsen the sconomy acd ¢
sot upy dm-ing the process of drawing up ths draft of the bui
financial organs subject the financisl pleane, such 4a the halanco stsate of
- 'incoms end expsnditures;. 6L the Yranchee of the econcmy to careful study. The
“'purposs of this emelysis ig: to try: to find unutilized repowrces In siery kranch
and in every entexprise io psrform. state. tasks with the least sxgeniitiXs of
zoney and materials. Mditional scurces ani bases for l-creadiig
output: and dscreasing productitn c:st 5 dscrezsizg crat o :
ing up the turrover of meteriel so that lads working cap“a" uh 1)
etc, are found in tke course of this stuly., A1l ‘tsse figares arc p
plan of the stats dbudget in the form of payments by +ha branel fn
and deductions from profits and the emounts of firar-1a" 257
" the branch for the scale of current production ani capita_
by the plan. Corresponding adjustments are mede in ths proluciiin =
plens of tho branches of the national econory.

Thus, tke drawing up of the buiget ‘s ussd by ira ao
branch plens, to try to find additicnal reas:ves of mo
the economy, and to increase producticn, the rate of go~.:
oize of acoumulation wituin ‘he econcmy.

Even closer 1s the relationship of the budget ans organtiat:-rs
undsr the estimate ayastem; such as social-sultural srganizat: = g,
administration agencies, and among eccromly crganiie’ions, mackti
tions. The incomes eni expenditures of these organizatioas, whi
their owvn acoumulations, an#, in the majovity of cades, uo wscneta:
.oither, gq in their entirety into the inccme and expeniitures :f °h:

" dudget. Funds for these organizatione coms aimcst emiively friv. .. Laligl:
end the sums spent on individual types of expenses ars »igilly iimi's Fy “rv
estimate, which ras a very complete breakdown. Fixing the siitun® 7 Loz
organizations' expendituros In the state budgst =and approval f -l-
tions' estimates guarantees accurate, purpcseful; and eccmamical w'i'' i
of funds.

The state budget is not only clossly intszretsi with sze flowriies 2oas
of the na%ifal economy and the estimates of crganicetions flnascs .
budget, dbut also witk the plana of othsr elemests in the fi:iacial :
savings bankes and insurance units.

permapent , ncndmir.lahing, dapc.i‘ }aluca. ks T6B2 Sy Folraaras
w:its are transferred to the state diigst “browgh the proiass r’ gr- ST T
bsnds., The site cf these funda is determinel ‘:y the firanclal . i

savings banks and insurarce urita. During the Se.cne Five -Tear I

Yanky apd state imguranc: wnits transferrsl Tree f RN TR N N
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€ billion rubles to the state vudget. ' : ‘,i;. :

.. Thus, the etate budget plans the financial outcsme of the activity of branches
of the national economy, savings banks, and insurance institutions. In edditicm,
it ‘containe- 81l appropriations for ecsial and cultural orgenizations, the apparatuc
of governmentel administration, end &efense, The budget includes the tax payments
of the population and: the: savings of the populstlion whicl are invested in govera-
ment tonds. This inclusion An the budget of &£l] the covatry's more important
financial transactions makes it the hasi: financiel nlsa of the eoclalipt state.

Under these conditions, *“he i)roblen of correlating state budget receipts
and expsnditures ie not merely & pursly budgetary problsm, but is e problem of ) :
belencing the -income and expenditures of the socialist etate ae a whole, ! : -

A gocialist stete must have gold reserves {(a reserve of world currency) and
material reserves (atorss of food producte, fuel, matal, etc). . The formetion of
gold ‘and ‘material reserves requires budget financing and is 4 etate dudget expense.
The ‘budget 1tself cep posesss resorves only in a purely monstary form.

- Binoe ths cash: transactions called for by the state budgst are gerformed by
the Btate Baok, acowmulation:of budget ressrve ‘ie sbowir by an increaee in the
- balence of the tudget's current ascownt in the -State Bank,: The State Bank can
use -thess ‘balances for its own operaticns «nd increase cradit investisnte in the
econay to ‘tho totel amount of ‘thess balenmces. In this cése, economic ‘orgeniza-
tions' reel material stocks, fur vhose purchase credit vas extended by the bank,
are get off egainst the budget reserv:, and the actual future use of thia reserve
for budget needs requires setting the bank credit free of these stocks.

Hovever, it is possible that the funds eccurmulated in the bank by the budget
will riot be used for the extension of credit. In this case, the formation of &
budget reserve must be accompanied by a corresponding withdrawal of money from
clrculation.

The state budget of the USSR is mads up of the Unlon budget, the republic
budgets, and the local budgets. Xray, oblast, okrmz  rayen, city, settlement,
and village budgsts enter into the composition of local tudgets.

Thus, every unit of Soviet authority hes an independent budget. It 1s a
necessary condition for the normal funotioning of the soviets as units of state
authority that they have their own budgeta.

The Soviet Union ia a free union of union republics, vhich are independent
§cveromontal units. It 1s obvious that each republiic, possessing a large sconcmy
of its own, carrying out social and cultural mes ures on a large scals, and now
possessing its own militery unite end the right co foreign relations, could not
carry on thess functions without its own finencial structure.

The grant of budgst rights to the Union republics is indissolubly linked
vwith the whole nature of the multinational Soviet state,

The soviete of working pscple's deputies are the locel wnits of soviet
avthority. The performance by soviete of vorking people's deputies of the
governmental functions of administrstion, guidence of the local economy, and the
carrying out of sociel and cultural measures is also unthinkable without grant-
ing them financiel independsnce.

Thuse, ths etructure of the budgst aystem of the USSR parallels the struciure
of the Soviet state.

The creation of a system of local budgets, budget decentralization, is very
important frum the view point of correct organization of the machinery far the

.
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admintacraticn of finence.

) T3 locel aiviete are “esponeiole fer mobliizing ihe fIwancrel reacy
. peed s ty them. The expenditurss of 1oc3l budgeis depend oa thelr recol:
' the-afore, the eénllection of budgst Zacous interests nct only tue cens:
units, ‘but alse the whole system of locel governmentml units, bsginsirs -ir‘ 4* @
»vil,tage and ‘city soviets.

At the sams time, entrusting tke local soviet units s2th <whs Plparsing of =
@l Beriles of enterprises and measures facilitles the tesk of correct dfetribhe.
Uion T 7budget appropristions ani of centrol over thelr wtilizaticin,

-1t fe c¢bvious that it-would be extyemsly difficwlt from a technical -Jew

. -point “to financa an encymous number of public wtilitiles, c¢ommuntiy-tettermen
"entw"pnaea, amall industrial enterprises; and, zspacially, *ue wide-spreal nat-
work: of matitations for nase educatior and haalth, and suck aa ATrangement

: canecquently, the. grant of ‘bulgst righis to the local su7iets is in complets
: maonl with the task of’ ashisving a-more efficient and corroct breskdown of the
state bndgat and encutian of the ‘budgat.

"ﬂveur, tho oxigtence of more then ore budget 15 nct contrary to the rrin-

comuon 8ocial character of, and the ccimmon problems facir.g establishmerts of
soviet authority.

At the same time, the unity of the budget system is strengthensd by a whole
series of orgeniretional measures. We refer to the procadure of Araw.ng 7.

atulying, ant epproving budgets. °

According to the Constitution of the UBSR, the national goverzmernt, i She
‘person of ita highsst mits of authority and govermmental adm!nistration, has ihe
duty of approving the unified etate budget of the USSR and aleo the tazes o :tier
inoome provided for in the Union, republic and locel budgets.

Thvz, 1t i, within tha competence of the Unjcn government tc determine tae
sources of .ncoms of the individuel dudgets.

‘e development of & sociallst ecanomy according to a singls pimn 18 pred-
icate2 upon the concentration of all principul income receipts of tiae dudge*
system in the hands cf the all-Union government. Therefors, the main porticn of
8 income from state emd cooperative enteryrises and organizaticrs and from toe
population goes into all-state (for the whoie stste) revenuss. las receipts frex
state loans 1ssued by the Union government alome ge into cumecn-government reve-
nues.

Revenus from the sconomy directly urder the local scvieta te Airectly at
their disposal. This revsnue is in the form of deductions £rov profats of enter-
prises under local supervision and alsc in the form of local (axss ani mther
aseesmments. The type cf things on which local scviets cea levr special taxee
1s estadlished centrally and is comperatively small. The m:st importsnt of tnem
are oity huildings and uvrban land.

The problem of the share of the population's income which 1s to be brought
into the tudget through tazes, must be centrally decided ir accordance with the
geveral provisions of the pl=n for the national econcmy. T:i2 zaxes limitaticn of
loocal soviets' rights nsceesary.

With such a dietribution cf revenue ameng the varics kizls of * igets,
the local soviets are not in a position to meet all of their espensea thrcega =2ly
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those mources of revenue especially reserved for them.

The present method of -iistripvting budget revenue emong individuai soviets

does: not. presuppose that the budget of each soviet must of necesalty ty balanced
through the incoms directly reserved tc it. With such a limitation, the exgendl-
tures of locel soviets would inevitably have to be limited to revenus colleuted
on the territory of these soviets; such an arrengement wonld interfere with dis~
tribution of finensial respurces thronghout the country according to plan. There-
Tore, the expenses of republic and local budgets ars mut not omly by the sources .
of ‘revenis reserved to the Jnien republice and local soviete--revenue from the S
republic:  and local esonomy, local taxes, and other assesements--but eleo through
allocations from the sll-ptate rsvenuss at tho disposal of ‘the Union goverrment.
Theoe a\locstiuns are mads from almoet all state taxss and otlier asseséments on
ontorpriua and organizationn of the socislized sector or the econcmy &nd on the
poprlation, -and from govermment loans. The size of thess allocations le 4ifferent
for. 4iffexrent Union repiblics depending upon their needs for all-state .support. 3
- Byery Union republic has the right' to break these allocaticns down as it sees ‘,,
Tit for realliccetion to: 1ncal budgets. This makes it posaible to draw up the budg-
‘__ets of Unien repnbuol ond-of local: sovists, taking into account the general aims

and tasks of the national-eccncmic plen and helps to achieve in these budgets the
./ 'economic and cultursl advancs of the imdiviaual republics, oblasts, and rayons of

the Soriet Uniomy

A% the eame time, in so fer as the allocations are made from the sums col-
lected on the territory of a certain Union repudblic, oblest, rayon, etc., an
interest in a better collection of all-state revenus in its territory is aroused
in the correapanding unit of soviet authority.

This method of forming the incoms of individual elements of the budget
system msans that the problem of matching ap budget incoms and expenditures,.the
problem of balancing the budget in the plamving stege, ie dscided from an economio :
view point not for each individual budget, dut rather for the state budget of the
USSR as a whole. If the oxpenditures planned are recognized as absolutely necessary
and the income reserved for it is inadsquate, each individual budget will receive
a corresponding appropriation from the all-state reverues.

As ve have already stated, the common social character of the central and
looal agencies of soviet authority rules out the possibility of any conflict of
their interests. The division of functions between them has its origln in the
common task of strengthening the soclalist state and the fraternal alliance of
the peoples composing the multinatiomal Boviet Unicm.

This division of functions also dstermines the size of the budget expendi-
tures of individual units of soviet authority. It is natural that eech sovist
should finance out of its o= budget thoss anterprises and orgenizations which
are directly subject to it anu those measures for whose exscution it is directly
responsidls. Consequently, the Uniop budget must finence enterprises and organ-
1zations under Union supervision, that is, directly under the Uniom government,
vhile rayon budgets must finsnce enmterprisee ana organizations under rayon euper-
vision, that is, under the raym soviet of workirg people's deputies, eto.

The most importent industrial, transportation, and agricultural enterprises
are presently undsr the Union government; the Unjon budget therefore takes care of
financing them. Mass institutions of.a social and cultwral characier {435 nstwork
of education.and health institutions) are supervised by local soviets; therefore,
the financing of these installatione is the responsibdility of local budgets.

Changing the functions of the indjvidual establishments in the system of
unita of soviet authority naturally causes changes in the structure end eise cf
budget expenditures. Thus, until the 1Oth Session of the Bupreme Soviet USSR all .
expenditures for financing the Red Aray and all expenditures for maintenance of the
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a'yparatus of the People’s Commiseariat ¢f Fereign Affairs were m:: py. the Unlon
bndgst. The formation of republic necple’s commiraariats of defenss and foreign
affaiy: means that corresponding new expenditurs iteme appeer im ths dulgeia cf
Tinion Repudblics.

‘ According to the 1941 budget, we had 3he folloving distribubicn of expesnlt-
turee -among the separate types of duigets:

MilZton rublsy Paxcant

tnion 169,692 78.9
kepubdlic 13,297 6.1
Local 33,063 13.0

The @oater porticn of the appropriaticns for the natiounal eccmomy (3.8

) poment of -all dudget apiropriati ons), all sppropristions for the mainterauce
. ¢f the Red Axmy and Navy, and & large part. of the appropriations for maintensance
‘of the governmental administration apperatus, were mads througn the Unicn tudgst.
~RA'large part of the appropriations for sociel and cultural eipemditures was cou-

gentrated in Unlcn republic budgets (including local budgets) and 64.7 psrcent

. of the tﬁal oum oxpendsd by Lue Boviet stete on sducetion, health; and other
uminl and. cnltm'al muma paﬂsed through these buldgeta.

'mus, the citea distributicn of exponditma and In¢ome among the verious
tg‘pu of budgets insures a close integration of these. budgets. . This,.in turs,
requires that the preparation, review, and analysis of the indi7idual budgets
not be done in isolation, but in connection with the general plan of the whole
budget system.

The budgét of the USSR is drawn up by the People’'s Comissariat of Finance
USSR, the peopls's commissariatas of finance of the Union republice and their
local agencies, where the drafte of financial plens of branches of the eccr.ay

ostimates of orgenizations and institutions are received. Xach such finan-
cial plan and estimate is exeamined by the financial agency from the view polnt
of finding sdditional wayas to increases accumulations scd cut dovn on expendli-
tures. After this, the financial plan bdalances, and the estimates in their
entirety are included in the budget drafts. At the sams time, these drefta ehow
that revenus which does not have its dirsct origin in financial plans; for
exmple, tax revenus from the population. A budget draft drawn up by a svbordi-
nate finsncial unit is examinsd by a higher financial unit. The iatter drava
up, in addition to ite owa budget, a combinmation of the lower local budgets., For
sxsmple, th> oblast financial esction draws up, in addition to the cblast budgel,
a combination of rayon, city, and village budgets of the oblast.

As & result of such a movement of budget drafts from the bettom to the
top through the whole chain of fi.ancial units, the People's Commissartat of
Finance USSR receives budget draits from the Tmion republice which Include d'L
the drafts of their ovn republic budgets anu drafte of the cambined local budg-
etn. The People's Camimsariat of Finarce, on the dasis ¢f the drafts submitted
to 1t by ths people's commissariats of finance of the Union rspublice, after
vorification of the drafts, and the union budget draft wkick it (¢he Pecple’s
Commissariat of Finance USSR) has drawn up indspeniently, then drava up the all-
inclusive draft of tho state budget of the UDSR., This draft is submitted by the
Peopls's Commiseariat. of Finance USSR to th Council of People’a Commissars USSR
for study. After examining the draft and inserting the necessary correctioms,
the Council of People's Commissars subm!ts the draft in i{ts owu nams to *he
Suprems Boviet UBSR for its approval.

Such a procedure for draving up the stale budgat of tte USSR g.arantess
first, that the budget will teke full account of local interest, and. second.
that it vill be plaaned n accerdance with the commdn basks of the finascial
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policy of the USSR. . A

Approval of the budget by the Bupresme Soviet USSR doee not deprive.the
unite of republic authority and the local soviets of the right. of indspendent
) etudy end aporovael of :their éwn 'budgets. The Supreme Soviet USSR approves
only the most importeant items of ths republic budgets, the adoption of which
‘itemn makes for ‘a unified Soviet budgei system and wnified execution of the
taeks ‘of ‘the sconcmnic plan.

.. The session of the Supreme Soviet USSR approving the state budget of the
USER" thus prédetermines the gensral scope of the individual budgets. It also
£1xa8 the. appropriations from the revenues of the Union budget to bs put et
-the‘&iaposal of - the individual Ludgets. The Bighth Session of the Supreme
Soviet USSR, dfter examining the stato budget for 1941, approved: (1) the
‘total smount of-the state budget of the USSR with regard to both receipts
and ezpend.itms, (2) the: total: smount .of thé Unlon budgst with regard to

-

< ‘both receipts and expemlituros, {3).the total emounts of the Union republic

Sanltlzed Copy Approved for Release 201 1/07/18 CIA-RDP80O O809A000

‘budgets with regard to both receipts and expenditures vith allogcaticne to

" emch of them of a sum for 'the repudlie dudgst and a sum for the combined local
" budgets; (4) the dsductions from ths republic budgrts for the bu&seta of the
ASSRe and local soviete; snd (5): the dsductions from 21l-Unién governmsnt

i tme und other. inoom for. republic . &nd local budgeta. :

It 13 self-evident that approvel of totel budgst figures and allocatisns
from all-state revenuss was precedsd by a careful study of the composition of
the receipts and expenditures of the Union budzst and the republic budgets.

Juls etudy was mads in the Council of People's Commisears USSR, in the budget
coumissions of the Supreme Soviet, and, finally, in the plenums of both chambera
of the Su;.eme Soviet. Such study mecures the proper integration of nationel
and local intersste.

Besiden the unity of the Soviet budget system, the second most importent
principle of its comstruction 1s its broad and genuinely demncratic nature.

Above all, the Btalin Conetitution guarantees each soviet of working
people's deputies, right down to village and settlement soviets, its own
separate budget. PRach soviet is allotted independent budget righte. Thus, \
each soviet of working people's dsputies has at its disposal the monetery
resources it needs to psrform the duties with which it is charged.

Budgets are approved in the following menner: the state budget of the
USER and the Union budget are approved by the Supremes Soviet UBSR, republic
budgets are approved by the supremc soviets of the Uniom republics, and the
local budgets by the corresponding plenwms of the soviets of working people’s
dsputies. Thus, the approvel of budgets is the function of the legislative
units only. According to the Comstitution, the Council of People's Commissars
does not have the right to approve the budgst; its duty is to enact the meas-
ures for carrying out the state dudget which has already been approved by the
-Suprems Soviet. Attached to all soviets of working people's dsputies there are
budget cummiesions, whose duty is pelipinary.study of the budget. This msans that d
hundreds of thousenda of deputies, elscted represg¢ntatives of the people, are
drawn into the study of budgete. The mass cheracter of budget discussion 1s
an important guarantee that the dudget rea]l: reflects the irtereste of the
Sovist state.

The rights of deputies in discussion cf budget problems are in no vy
restricted. The Oatates on the budget wkich taks Llac: in eessions of the
Supreme Soviet provids plenty of sxesmples of budget initiative.

Such importent yrinciples of the damocratic construction of +he budget
re ity and completeness are fuily observed in maling up the Soviet budget. .
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The Boriet bulget containg A1) the incame 4l expenditures of crganiidiiiccy and
inetit tions wiiich ave finaucially depenient upon tae tudget. BSpecial f.mis
which' “> not appsar in txe bulgel practicaily ic act exiast, The cvmiined
fivamcial plans of branches of the antlonal sconimy are considered in ZoTIen -
ti6% with the draft of the budgst. Thus; in studying the draf’ ~p the buige,
the' deputies: of the soviets have befors them = complete picture of the state
incoms end’ axpenditursa.

. Ths third principie in drawing wp the budget of the V'SSR 1s the execwticnh
of t.e Lepinist-Stalinist netionalities policy. Twis is shown primariiy in
Yia Lonoeseiim of indeperndent bulgei rights teo xil Unian repudlics, actonsmous
repudliics and &oblasts, snd national rayons. Every nationality aaving 1t3 own
ulte of: soviet authority gste ite own budget. Throughout all 8cvist kijvery,
&be: budgets of ‘the Tormerly backvard raevionslities have grown at a muck faster
rate than the state budgst of the UBSR as & vhole. Tnis growth of the finss-1al

‘bass of -?hho\\md@ial‘,!‘epu'bligg and oblasts could have taken Piate only through

. he_active support of the Boviet mtats as o vhole.

. Bepecially Iargs sares of the deductiona from all-stats tarss snd other
assesaments for: local nesda have been ‘allocatsd to ‘the varicus natioral tudgets.
Thus, In accordsnce with the budget law Por 1941, while the budget of tns RBFSR
was alloseted 50 percenmt of ths income ‘taxes collrcted from the population the
buligets of ths Azerbaydzhes, Beorglan, Kirgiz, Kcrelo-Finn: 2hy Aresniar,
Turimen; - Tadzhik, -Eatakh, Moldavian; Lithuanien, Latvian, ‘and Batsnian S8R'q
received the whole 100 Percent; the situstion was similar with raapact 1o the
concentration in cities, for residestial and commmity-bettermsnt coratruction,
of receipts in graduated taxes from collective farme and in agricuitural tayes
from collective farmers and individual fermers.

We have seen that Lhs process of drawing up, studying, and apprcv.ag r.dgets
is indissolubly linked with critical verification of all finaucial plans and
estimates appearing in the budget. Checking is regquired to a s%111 greater
extent in oarrying cut the budget.

Budget funds are paid out not mersly to mest ihs financial deficiis of
enterprises and organizations, but alsc for definite types of sxpenitiures
earlier plenned for in <he budget. Thus, for exampls s budget mllocations tc
industry are for specific purposes: caplital investment, increasse in werkirg
capital, and for meeting planned losses and operating expenses. Such plannei
charmeling of budget funds guarantees the aecessary integration of budget.
finanoing and the taaks of material plans.

. The payment of buidget funds is made after verification thus FreVivus
allocations from the budget have been properly 8pent and that there is = real
need far dudget support. Under these conditions, the total allocations re-
cordsd in the budget are only a limit for budge. Pyyments. Tue paymsi’ may
be lees if the financial 8gency concludes that the funds are nuot necesaary for
the placned volume of work.

The precess of oxecuting the budget begins with the rreparutiom ari approval
of quarterly plans for eXeouting the Unlon budget. These plans ars approved
by the Council of Pwople's Commissars USSR. Similar piana are approved by
other wnits for their own budgets. The uaits which syecute the budget are the
pocple’s commiasariats of finance of the USSR, Union republics. and euicnomous
Tepublics, and the finsmcial esctioms cf oblasts, krays, rayoms, cit ¥ aoviets,
and .villags soviets. . It is they who are charged wvith the duty «f seeing that+
budget revenue comes in on time and that budget appropriations are paid ent.
However, the financial wmite are not limited to the simple paymert of funda,
They aa directly interested in the correct use of funds aud !n sirist cun
formity to budget provisioms by the orgautraticna being financed,
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Inesmuch &8 ‘the nuuber of organizatione, an-:'usea, and institutions
ut1llzing budget funds is very largs, the financizl units cannot establish
Airedt iies with each of the entervrisss bsing financed and check. on the
utilization of funde by each organization. Therelore, the financial apparetus

“enrolls.the services of other people's commisaariats ani other government
age'u:ies in executing the budget. Trs People'. Commisseriat of Finance trane-
fers. te the other people's comifsserigts the sums due them from the budget for
distribuiim among organizations under them. The people's commiseariate end
other government agencies bear the responsibility for using the budget funds
for the proper purposes: Thus, the expenditure aspect of carrying out the
bidget 18 to & largs extent traneferred to the Lsople‘s commiseariats and »
other government agencies. '

‘The procedure for budget allocations for capital construction jo some-
. what different., These funda are paid out to censtruction sgencies through

. .specidl ‘benks which finance capitel constructlon and check to see thet funds
¢ “ are properly used. Thus; the implementation of ithis part of the budget s

b, entrustsd to & system of special egencles.

R Apprbpr{atiorm from:the budget tuv machine-tractor statione &re handled
v-through bhe State Ba:ak, which also checks to see that they .ere properly used.

L Thua, in. addition 10 the units of the Feople®s Commissariat of Finance,
‘all the people'r coammissariats ar® mther central govermment egencies, and
also & natwork of credit instituilons take pari in the expenditure agpect of
carrying out the duiget.

The orgenization rnd checking which are necessary to & “hat budge™
revenus comes in on time i1s the responeibility of the Fiople's Commiesariat
of Finence. For this job, it enlists the services of its lccal units, trens-
ferring to them the immediato work concerned with the calculation and collectlon
of taxes.

Decentralizing the collection of taxes has Alan made it possible to
entrust a large part of the work involved in tax calculation to the taxpayers
themeelves. State apd cooperative enterprises and organitations caloulate the
taxss which they and their employees owc and the financial units are left only
the responeibility of checking on the accuracy of these calculations. In their
relations with the rural population, the financial units do all the work by
thenselves after creating an extensive network of rural tax agents.

The monetary transsctions called for by the budgets ave performed by the
State Bank. This means that all budget receipts will end up in the State
Bsnk in budget accounts. It 18 from these accounts that all budget expendi-
tures are mades. BEach budget has a separate account in the State Bank.

Such an arrangsment permits the Pecple's Commiseariat of Fineamnce <o
carry out itr ~verations without creating its own banking egencies, which makes
for a considerable saving in expenditures for the maintenance of the financial
apperctne. (n the other hend, the State Bank, beling tha cashier of the budget.
is given the opportunity to use, for credit operatioro, the funds in budge? .
accounte which are not being used. 3Zudget fundo are an importent source of
State Bank resources. The State Pank may utilize bo:h the current cash balances
and the monetary budget reserves which have racumulated berause of an excese of
budget receipts over expsnditures. Consequen.ly, not only do the results of all
the other finencial plans show up in the state budget, but the belances resulting
from implementation nf the bu’get effect the credit plan of the St .te Rank., It
may aiso be said that the stete budget influences the emount of morey le circula-
tion through the credit plen.

~-END -
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